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On Jan. 28, International Monetary Fund (IMF) managing director Michel Camdessus said the
IMF board would be asked in March to approve an extended facility to support the Argentine
government's economic reform program. Camdessus also urged commercial banks to reduce
Argentina's foreign debt as part of the reform process. (See Chronicle 01/30/92 for coverage of
IMF extended fund facility and related issues.) On Jan. 30, Economy Minister Domingo Cavallo
submitted a proposal for debt reduction and refinancing to the New York- based committee
representing the government's foreign commercial bank creditors. Medium- and long-term debt
owed the banks comes to about US$23 billion. Service arrears accumulated between April 1988 and
June 1990 total US$8 billion. Since then, Buenos Aires has been making monthly interest payments
equal to about 25% of scheduled amounts. Buenos Aires wants to negotiate the arrears and principal
reduction mechanisms simultaneously. Bankers reportedly insist on dealing with the arrears
before discussing debt reduction and refinancing. Cavallo said two major factors setting limits to
flexibility in negotiations with the banks are the government's commitment to a balanced budget,
and convertibility legislation which stipulates 100% dollar backing for the money supply. He said
Argentina could pay the banks between US$1 billion and US$1.1 billion this year. The precise sum
depends on debt reduction options selected by the banks. Highlights of the Argentine proposal
submitted to the bank committee are summarized below. * No cash payments on arrears. Ninety
percent of the arrears total would take the form of 15-year bonds, at a 4.5% per annum interest
rate. The remaining 10% of arrears would be paid out in 10-year bonds, also bearing a 4.5% interest
rate. The banks could cash these bonds in at any time, and they are 100% guaranteed. The banks
want about a quarter of the interest arrears in cash, and the rest in bonds. * Five options on debt
principal. (1) Exchange of debt for "Consolidation Bonds" (Bonos de Consolidacion-BOCON). The
BOCON could be used in debt-equity swaps. The total amount of debt principal to be exchanged
for BOCON is US$5 billion. (2) Forty percent principal reduction. (3) Fifty percent reduction of
interest rate. Interest payments would be guaranteed for six months. (4) Debt-bond conversion,
with interest rate on bonds declining over first six years of pay- out period. Interest payments are
guaranteed for six months. (5) "Traditional" debt rescheduling. Argentina's total foreign debt comes
to US$60 billion. Officials say the government plans about US$3 billion in domestic and foreign debt
service payments for 1992, US$3.4 billion next year, and US$3.6 billion in 1994. (Basic data from Inter
Press Service, 01/28/92; Spanish news service EFE, 01/28/92, 01/30/92; Chinese news service Xinhua,
01/31/92)
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